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is both a blessing and a burden.  We have large stocks of top-quality equipment, which opens up options regarding future
modernization.  We also have a force larger than we need, one which requires a few more years of downsizing, and an infrastructure
that requires further shedding, a process which we have discovered has heavy up-front costs.

DEFENSE THEMES

There are five major themes which I would like to highlight in this budget.  First it implements the Bottom-Up Review.
Second, it protects a ready-to-fight force.  It tells you what we have done to put reality into our rhetoric about readiness.
Third, it redirects our modernization program, taking advantage of our existing force structure while planning for the future.
Fourth, it starts to do business differently.  There are serious fiscal implications if we don’t manage better.  Without management

changes, we will not have sufficient funds for the future.  As it is we know that we have to plus up the procurement accounts in the
outyears to begin the process of  “recapitalizing” the force.  If we fail to manage better, overhead will drain funds from other accounts.
We will have no choice but to rob from readiness or increase the topline.

Finally, this budget reinvests defense dollars into other areas of the economy, including deficit reduction.

POST-COLD WAR FORCE STRUCTURE

Let me begin with force structure.  The Bottom-Up Review served as the heart our force structure planning.  The Review concluded
that our basic force structure should be sized to fight two medium-sized regional conflicts nearly simultaneously, and it defined the
minimum needed force structure.  Additionally, we allowed the requirement for overseas presence to help size force.  The structure we
proposed then, and which is supported by this budget, allows us to meet these requirements.

Our budget continues the drawdown begun by the previous administration and takes it to the BUR levels more quickly, an
important factor since significant savings will accrue and be available to plow back into other investments.  We are already close to
the BUR level of four Marine divisions; we are getting close to 346 ships and the 13 active fighter wings.  In other areas, we are on a
more gradual glide path because we need to make the enhancements that will help us compensate for a smaller force structure.  When
we reach the BUR levels, the overall force structure will have come down about 30 percent from its peak in the 1980s.

MANPOWER

The overall manpower levels have come down as you would expect with the declining force structure.  One notable change is the
increased emphasis I have placed on reducing the civilian support structure in a way that is commensurate with the drawdown in
military forces.  This is a painful process, and we must continue to fund the programs that allow us to minimize RIFs.  We must also
adequately fund employee transition programs that permit discharged military personnel the best possible chance to find work in the
civilian economy.

The good news in this process is that, with the 1995 budget, we are almost at the end of the personnel drawdown.  So the personnel
turbulence which so heavily affects morale will be largely behind us at the end of the 1995 budget year.

During the Cold War the costs of manpower stayed about level.  Now we are cutting deeply in this area.  The savings from a
smaller force structure are considerable, about $36 billion.  We are already realizing most of these savings.  This is the prime example
of a choice in priorities.  We have chosen to cut force structure in order to preserve readiness.  This is the opposite of the judgment we
made in the 1970s when we maintained a force of 2.1 million, but deeply cut the Operation and Maintenance accounts.  That approach
led to the “hollow force” of the 1970s.  Instead, we have determined that we can effectively function in the post-Cold War era with
smaller forces, if those forces are ready.

PRIORITY ON READINESS

We are taking those savings and investing them in the Operation and Maintenance accounts as the most direct way to preserve
readiness.  While the force structure will decrease 7 percent between fiscal year 1994 and fiscal year 1995, we have increased O&M
funding by 5.6 percent.  We have also funded Service Optempo requests.  We have also decided that even while weapons inventories
are shrinking












































































































































































